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ABSTRACT 
This paper attempts to find out whether underpricing 
exists for the Initial Public Offerings (IP〇s) after the 
unification of the four stock exchanges, namely; the Hong 
Kong Stock Exchange, the Far East Stock Exchange, The Kam 
Ngan Stock Exchange and the Kowloon Stock Exchange into 
the Stock Exchange of Hong Kong (SEHK) Ltd. , on 2nd 
April, 1986. The stocks examined in this paper include 
148 unseasoned stock issues in Hong Kong from April 1986 
to the end of 1992. First, the existence and degree of 
underpricing is examined. Second, explanations proclaimed 
for underpricing in the US and other markets are tested 
with reference to the Hong Kong market to see whether 
they can be applied to Hong Kong. 
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It is generally agreed among researchers that 
initial public offers are underpriced. In other words, a 
firm usually offers its shares for sale in the stock ' 
exchange at a discount when it goes public. IPO 
underpricing leads to a large positive abnormal returns 
during the period immediately after a stock's issuance. 
Extensive empirical researches have been done in the US 
market and it was found that an excess return of 10% was 
not unusual(see e.g., (Ritter 1984),工bbotson, Sindelar, 
and Ritter (1988)). However research on IPO underpricing 
in Hong Kong is lacking. Dawson (1987) examined 34 Hong 
Kong IP〇s from July, 1979 to June, 1986 and McGuinness 
investigated 80 IPOs in the Hong Kong market from 1980 to 
1990. Their studies also confirmed that IPO underpricing 
existed in Hong Kong. However, both researches include 
IPOs made before the unification of the four stock 
exchanges into one unified market (The Stock Exchange of 
Hong Kong) in 1 April, 1986. The objective of this 
research is to try to see whether IP〇 underpricing exists 
after the unification of the four stock exchanges. 148 
IPOs made from 1 April 1986 to 31 December 1992 are 
examined in the present study. The writers also want to 
\ 
2 
find out whether the explanations proposed by western 
researchers apply to Hong Kong. 
Initial public offering or •unseasoned issue, 
presents a problem to the underwriters and issuers as to 
the setting of the offering price because of the lack of 
reference. It is very difficult to set an offer price 
which can ideally reflect the intrinsic value of the 
firm. To play safe, underwriters use underpricing to 
clear their sales so as to create good relationship with 
their customers and maintain their reputation. 
Moreover, it is also argued that even if a firm can 
find a price that perfectly reflects the intrinsic value 
of a firm, the issuer may find it beneficial to charge a 
lower price for the issue because underpricing can signal 
to the investors that a firm is good to its investors. 
According to 工bbotson ( 1 9 7 5 ) , underpricing will ‘"leave a 
good taste in investors mouths“ so that future 
underwriting from the same issuer could be sold at 
attractive prices.‘ Another reason why underpricing is 
necessary is that investors need to be compensated for 
the cost incurred in producing information about the firm 
when they invest in the company. 
This chapter outlines the purpose and significance 
of the study. Chapter 工工 will give a general review of 
previous research on the topic. The research methodology 
used for this paper is discussed in Chapter 工工工 and 
\ 
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Chapter IV will discuss the demography of the data, 
empirical findings and their implications. Chapter V 






There is considerable evidence that the initial public 
offerings (IPOs) of stocks give positive returns during 
the period iinmediately following their issurance. Many 
research studies on this topic have been reported. In 
this chapter, literature presented by 工vo Welch (1989), 
Rock (1986), Beatty and Ritter (1984) , Kim, Krinsky and 
Lee (1993), McGuinness (1990), Grinblatt and Hwang (1989) 
and Thomas J. Chemmanur (1993) are reviewed. The 
following is a brief review of their work. 
Tvo Welch (1989) 
Welch developed a model which suggested that firms 
that planned to have a seasoned offer soon after the IPO 
would have a lower equilibrium offer price than firms 
that did not plan to do so because high IPO underpricing 
could result in higher proceeds for firms in future 
seasoned offers. The model also attributed the reason why 
high quality firms underpriced their IPOs to the fact 
that information between firm owners and investors was 
asymmetrical. High quality firms therefore needed to 
signal their superior information to investors through 
IPO underpricing. Moreover, Welch believed that high 
quality firms had lower marginal cost for IPO 
5 
underpricing than low quality firms. Therefore, 
underpricing by high quality firms could increase low 
quality firms' cost to imitate high quality firms and 
therefore force low quality firms to reveal their true 
quality voluntarily. 
TRonk (1986) 
Rock stated that IP〇 underpricing was an equilibrium 
phenomenon in a market where both informed and uninformed 
investors existed. Uninformed investors who subscribed to 
new issues faced ,winner curse, and adverse selection 
because they might get the entire issues that informed 
investors suspected were overpriced. On the other hand, 
when the informed investors believed the issues were 
underpriced, they would subscribe to a large number of 
shares and crowded the uniformed investors out the 
market. Therefore, firms needed to underprice their IPOs 
in order to compensate uninformed investors for adverse 
selection. 
Rock also suggested - that there were two principle 
reasons why a company, entered the new issue market. One 
reason was to refinance the firm because the founders of 
the firm had invested a large amount of their wealth in 
the firm and therefore were anxious to diversify their 
portfolios. Another reason for a firm to go public was 
that it did not have an alternative source of funds to 
finance their operating and/or capital expenditure. 
\ 
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一 A n H RitteT- (1984). 
Beatty and Ritter argued that a relation existed 
between IPO underpricing and uncertainty of investors 
toward a firm-s true value. They had two propositions. 
First, the greater the investors' ex ante uncertainty 
about a firm's true value, the greater the (expected) 
underpricing. Second, underwriters whose offerings that 
provided an average initial returns not commensurate with 
ex ante uncertainty would lose subsequent market share. 
TO test the first proposition, they used the log of 
one plus the number of uses of proceeds listed in the 
prospectus and the inverse of the gross proceeds as 
proxies for ex ante uncertainty and their empirical test 
of 1028 firms SEC-registered IPO during 1977-82 did bear 
out their first proposition. 
Their test also supported their second proposition 
that underwriters did lose subsequent market share if 
they did not conform to the IPO underpricing equilibrium. 
It was because if an -underwriter did not underprice 
enough, the average initial returns would be too low and 
investors would be subject to adverse selection and would 
cease doing business with this underwriter. On the other 
hand, if he underpriced too much, potential issuers would 
not use this underwriter. Beatty and Ritter also argued 
that an underwriter underpriced his offerings when three 
conditions existed. First, the underwriter himself was 
uncertain what the true market price of the issue should 
\ 
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be. second, the underwriter had non-salvageable 
reputation at stake. Third, the underwriter who cheated 
by not conforming to the underpricing equilibrium would 
lose customers. 
TCim, Krinskv ^nd Lee (1993) 
using data of 177 IPOs listed on the Korean Stock 
Exchange from July, 1988 to March, 1990, Kim, Krinsky and 
Lee's study investigated whether the degree of IP〇 
underpricing was related to the issuer's motive for going 
public. They classified IPO market in Korea into three 
subgroups ： (1) offering of new shares, (2) the sale of 
old or outstanding but not previously traded shares and 
(3) a combination of (1) and (2). They considered the 
motive for firms in the first subgroup to issue shares 
was that they did not have an alternative source of fund 
to finance their operating and/or capital expenditure. 
And firms in the second and third subgroups issued shares 
because a subset of existing shareholders wanted to 
diversify their holding. Their test found that companies 
which issued unseasoned common stock as a last resort of 
raising fund would experience a significantly higher IPO 
underpricing than did those companies which went public 
because existing shareholders or founders wanted to 
diversify their portfolios. 
Kim, Krinsky and Lee also tested the following two 
hypotheses with reference to the Korean stock market. 
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(1) High quality underwriter were, on average, 
associated with IPOs of low return variance. 
(2) IPOs underwritten by high quality underwriters 
tended to have a lower degree of underpricing. 
Their results suggested that the above two 
hypotheses were valid only for the IPOs in the first 
subgroup, i.e. the firms which went public because of 
unavailability of alternative source of fund for 
financing operating and/or capital expenditure. 
Kim, Krinsky and Lee concluded that researchers 
should incorporate motive for going public in developing 
models for IPO underpricing. 
MnGuinness (1990) 
In his 1990 paper, Paul McGuinness examined (1) 
whether IP〇 underpricing existed for the firms that went 
public in Hong Kong during the period 1980-1990 and (2) 
whether the explanations for underpricing generated 
using data from western stock markets could apply to Hong 
Kong. His test results indicated that significant excess 
returns did occur during the first day of trading but 
disappeared thereafter and the degree of IPO underpricing 
was 18% on average in Hong Kong over the test period. 
Moreover, McGuinness found that evidence found in 
the Hong Kong market did support three IPO underpricing 
explanations. First, ex-ante uncertainty was positively 
\ 
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related to the level of underpricing. Second, incidence 
of secondary issue of stock was positively and 
significantly related to initial IPO returns and this 
implied that issuers underpriced in order to promote 
subsequent secondary offer. Third, the trend of the 
market prior to the issue was positively and 
significantly related to the level of IPO underpricing. 
In simpler terms, that means the level of IP〇 
underpricing was higher during bull markets than bear 
markets. However, some IP〇 underpricing explanations 
supported by data found in western markets were not 
substantiated by the Hong Kong market. For example, a 
significant relation between underwriter's reputation and 
IPO underpricing level did not exist in Hong Kong and 
there was a lack of significant association between the 
intrinsic value of a firm and its level of IPO 
underpricing. 
r^Tinblatt and Hwang (1989) 
In their 1989 paper, Grinblatt and Hwang argued that 
underpricing, along with、the fraction of the new issue 
retained by insiders, was a signal to convey a firm's 
intrinsic value to outsiders. They assumed that an issuer 
had better information about his firm's future cash flows 
than outsiders and in order to solve the asymmetric 
information problem, issuer used IPO underpricing and 
retained shares of the new issues. Their model yielded 
three new implications in IPO underpricing study： 
\ 
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( 1 ) Given the variance of the value of the firm, a 
positive relation between the degree of 
underpricing and the issuer's fractional 
holdings existed; 
(2) Given the issuer's fractional holdings, firm 
value is positively related to the degree of 
underpricing; and 
(3) Given the variance of the value of the firm, a 
positive relation between the degree of 
underpricing and firm value existed. 
Thomas J- Chemm^nnr (1993) 
Thomas J. Chemmanur argued that asymmetric 
information problem existed between insiders of a firm 
and outsider investors and the latter needed to acquire 
information about a firm at a cost to reduce this 
information asyimnetry. A firm might sell stock in an IPO 
and then in a seasoned offer and therefore an issuers 
welcomed outsider information production so that the true 
value of the firm was reflected in the secondary market 
price of the firm's - shares. However, information 
production was costly and in order to induce information 
production on the part of outsiders' an issuer might be 





A sample of 148 IPOs made in Hong Kong between April 
1986 and December 1992 is selected for the study. 
Quantitative analysis is emphasized in the study. First, 
descriptive statistics such as mean, standard deviations, 
maximum value and minimum value of the abnormal return of 
the sample is measured. Then, measurement of explanatory 
variables and tests are carried out. 
Data Description 
From April 1986 to December 1992, there were a total 
of 212 companies newly listed in the Stock Exchange of 
Hong Kong (SEHK) • The number of IPOs made in Hong Kong 
over this period is shown in Table 1. All these listings 
took place following the unification of the previous four 
independent exchange centres into Hong Kong Stock 
Exchange of Hong Kong. Prior to April 1986, it was 
possible for IPOs to be listed on more than one market in 
Hong Kong and for differences in a stock's traded price 
to emerge across these markets. So, it is worthwhile to 
select the samples after the unification of the four 
stocks exchange centers. 
\ 
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companies can be listed publicly in SEHK through one 
of the following methods: New Issue, Offer for Sales, 
Placing and Introduction (See Appendix 1)• 
An 、Offer for Subscription' is an offer of new securities 
to the public by an issuer of its own securities for 
cash. An、Offer for Sale' is an offer to the public by 
e x i s t i n g shareholders of part of their shareholding or an 
offer by allottees or Exchange members, of securities 
acquired from a new issuer. Placing- is the obtaining of 
subscription for or the sale of securities by an issuer 
or an Exchange member primarily from or to persons 
selected by the issuer or the member. An introduction is 
an application for listing of securities already in issue 
where no marketing arrangements are required because the 
securities for which listing is sought are already of 
such amount and so widely held that their adequate 
marketability when listed can be assumed. Companies can 
select one or more than one of these methods for their 
listing. Out of these 212 companies, 151 were listed 
through the methods of New Issue and Offer for Sales. We 
selected these 151 companies as the target of our 
investigation. However, since part of the information of 
3 companies is missing and therefore our sample consists 




FREQUENCY OF 工P〇S IN HONG KONG & NO. OF SAMPLE: 
APRIL 86 - DECEMBER 92 
IPOs by New Issue 
Year No. of IPOs and Offer for Sales No. of Sample^ 
1986 7 4 4 
1987 32 13 11 
1988 40 19 19 
1989 7 3 3 
1990 17 11 11 
1 9 9 1 5 3 4 8 4 7 
1992 56 53 53 
Total: 212 153 148 
Source： "New Listings", Fact Book, Stock Exchange of 
Hong Kong , 1986-1992 
a There were three companies whose data were 
missing, two of which in 1987 and the other in 
1991。 
Rock (1986) proposed that there were two principle 
reasons why a company entered the new issue market. One 
reason was to refinance the firm because the founders of 
the firm had invested a large amount of their wealth in 
the firm and therefore were anxious to diversify their 
portfolios. Another reason for a firm to go public was 
that it did not have an alternative source of funds to 
finance their operating and/or capital expenditure. 
\ 
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we divide the sample into two categories by offer 
type to reflect issuers' motives for going public. The 
first group, namely NEW, includes 92 firms issuing new 
shares only while 56 firms in the second group, namely 
OLD, offered old shares or a combination of both. 
The information about IPOs such as the company name, 
prospectuses published date, listing date, offering 
price, the name of underwriter(s) , financial results and 
balance sheet information are collected from the 
prospectus of corresponding companies. On the other 
hand, the information about the closing prices, the level 
of All Ordinary Index and the Consumer Pricing Index (A) 
are obtained from the Pacific-Basin Capital Markets 
(PACAP) and the South China Morning Post. 
Thfi MeasiirP避nt of TTnderpri ni nq Levels 
in the first part of this study, we empirically 
examine the degree of underpricing and determine the 
extent to which IPOs in Hong Kong are underpriced and the 
period over which any of the underpricing are eliminated. 
We also investigate whether the results are significantly 
different when issuers may have different motives for 
going public. 
A measure, the initial return, from the stock is 
used to determine the extent of IP〇 underpricing. It is 
defined as follows： 
\ 
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工Ri,t = [(Pi,t/Pi,t-1) - (Oi,t/〇i,t-i)] ⑴ 
where 
工R. , = Market adjusted initial rate of return on 
stock i at period t, 
p. = Closing price of stock i, t days from initial 
trading (t = 1 refers to the end of first 
trading day), 
Pi t = Closing price of stock i on the t-Ith day of 
‘ trading (when t 二 1, t-1 refers to the 
offering price of the IP〇 shares), 
‘o. = All ordinaries Index at the close of the 
trading on the tth day of trading for stock 
« 
1, 
〇.1 = All ordinaries Index at the close of the 
,t-i 
trading on the t-Ith day of trading (When t = 
1, t-1 refers to the All Ordinaries Index at 
the published day of the prospectus of stock 
$ 
1. 
Equation (1) measures initial trading returns in 
excess market return. This measurement was commonly used 
in previous studies of IPO underpricing. It is assumed 
that the betas, on the newly listed stock returns, are 
insignificantly different from unity. Also, we cannot 
value these betas for newly listed stocks in Hong Kong 
directly because their pre-listed stock prices are not 
available. However, some researcher like Paul McGuinness 
\ 
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supported that the betas were insignificantly different 
from zero. 
We select the market index on the published date of 
the prospectus of an 工P〇 rather than the market index of 
the day before the first trading date as the denominator 
of the adjustment of the market movement for the first 
trading day. The selection is appropriate because there 
is a time gap of more that 10 trading days between the 
published date and the first trading day of a newly 
listed stock. When the stock is listed, the market can 
behave very differently from that of the published date. 
Comparing the market index on published date with that on 
the day before the first trading date, the first one 
provides a more accurate and truly picture for the 
adjustment. 
All Ordinances Index is used for the market 
adjustment. Compared with The Hang Seng Index, which 
consists of only 33 blue-chip stocks, the All Ordinaries 
Index is more representative because it computes the 
weighted average of price changes of all ordinary stocks. 
By the way, McGuinness (1990) used the Hang Seng Index 
for market adjustment in his estimation of IPO excess 
returns. 
To compare the excess market returns across 
different IP〇s, we use a measure, AIRi,t to average the 
\ 
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IR. , on an equally weighted basis on different days after 
1 /工 
the listing. AIR^'t is defined as： 
i 
AIR i,t = 1 / n Z IR i,t 
n 
and n = number of IP〇s 
We investigate the level of the average of the 
excess market return, AIR, in daily bases over the first 
10 days, the 15 day, the 20 day, the 25 day and the 30. 
day. The analysis is helpful in determining the extent 
to which 工P〇s in Hong Kong are underpriced and the period 
over which any of the underpricing is eliminated. 
Thfi Determination of IPO Underpricing 
In the second part of the study, we use linear 
regressions to investigate the determinants of 
underpricing. The explanatory variables are selected on 
the basis of findings from previous research work. 
Similar to the first part, the sample is divided into two 
groups by the offer type, i.e. NEW and OLD. Firstly, the 
relevance of each variable in determining initial return 
is examined using correlation matrix. Then, the analysis 
is extended to a multivariate analysis in order to 
determine the joint importance of these variables. 
The abnormal return is measured as the initial 
return from the offer price to the first after-market 
price with the adjustment of the market movement. All 
18 
monetary variables are translated into constant 1986 
values using the Consumer Pricing Index (A). 
There are three major e x p l a n a t i o n s for IP〇 
underpricing found in previous researches： ex-ante 
uncertainty about the post-listing value of IPOs, the 
quality of the underwriter and the use of underpricing as 
a signal of the intrinsic or post-issue value of the 
issuing firm. Descriptions of the variables used in 
testing the explanations of IPO underpricing are outlined 
in Table 2. 
TABLE 2 
MEASUREMENT AND DESCRIPTION OF VARIABLES USED TO EXPLAIN 
THE underpricing OF IPOS 
Dependent Variable： 
UP Defined by the IRi,t measure over the period 
between the published date of the prospectus 
and the close of trading on the first day. 
Explanatory Variables: 
Measures for ex-ante uncertainty： 
SD Standard deviation of daily returns between the 
close in the first day and the tenth days, the 
fifteenth day, the twentieth day, the twenty-
fifth day and the thirtieth day of trading. 
GROSS The natural logarithm of the gross issue 
proceeds. 
ROE The rate of return on equity. 
FL The financial leverage measured by the ratio of 
total liability to the total asset. 
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Measure for underwriter's quality： 
UNDERW Variable coded 3 if the underwriter to the 
issue is highly experienced; coded 2 if 
moderately experienced and coded 1 if low 
experience. If there are more than 1 
underwriters, the variable is coded as the 
average score of all underwriters. 
Measures for signaling effect： 
FSIZE The market capitalization of the issuing firm 
at the close of the tenth day of trading. 
R E T E N T Fraction of ownership retained by existing 
shareholders. 
NEWTTL The ratio of the number of new issue shares to 
the number of total shares offered for sales. 
Measures for the motives of 工POs: 
• EXP The ratio of the amount of intended use as 
future expansion to the net issue proceeds. 
L O A N The ratio of the amount of the intended use as 
loan repayment to the net issue proceeds. 
WKCAP The ratio of the amount of intended use as 
working capital to the net issue proceeds. 
F.ynlanati on 1 for TPQ： Uncertainty 
Ritter (1994) suggested that the ex-ante uncertainty 
surrounding the post-listed value of an IPO stock could 
be proxied by the standard deviation, SD, of daily 
returns between the close on the first day of trading and 
the close on the fifteenth day of trading. In this 
study, we use the standard deviation of daily returns 
between the close on the first day and the close on the 
tenth day, the closes on the fifteenth, twentieth, 
twenty-fifth and thirtieth day. 
\ 
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The second proxy used for e x - a n t e uncertainty is 
determined by the natural logarithm of the gross 
proceeds, which is defined by the variable GROSS. Beatty 
and Ritter (1986) explained that the proxy captured the 
empirical regularity that smaller offerings were more 
speculative than larger offerings. 
The rate of return on equity ROE, measured by the 
ratio of net income to equity, is included in our 
analysis as the third proxy for ex-ante uncertainty 
because the profitability of existing operations can 
yield a picture of the effectiveness of management. 
investors are greatly concerned about the effectiveness 
of the current management and high profitability can 
alleviate the investors' concern and uncertainty 
associated with IPOs• 
The forth proxy for the measurement of uncertainty 
is the financial leverage, namely FL, defined by the 
ratio of total liability to the book value of the equity, 
i.e. offering price multiplied by the total number of 
outstanding shares. Rubinstein (1975) and Ben-Zion and 
Shalit (1975) showed that firm risk was an increasing 
function of financial leverage. 
Explanation 2 for TPO： Underwriter's Quality 
The quality of underwriter is also an important 
contribution to the level of underpricing. Issuers use 
the quality of the underwriter to eliminate some of the 
\ 
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ex ante uncertainty (Carter and Manaster, 1990) . The 
quality of different underwriters is affected by their 
past experiences in managing and underwriting IPOs in 
Hong Kong. Underwriters, experiences can be expressed 
either by the number of IPOs involved or by the aggregate 
amount of gross proceeds involved in past underwritings. 
Appendix 3 provides a ranking of the underwriters in 
terms of the aggregate amount of gross proceeds 
undertaken. All monetary values are discounted into the 
values in 1986. If more than.one underwriter is involved 
in an IPO, the gross proceed is divided equally for each 
underwriter. The 72 underwriters are classified into 3 
categories: 
1, Category A : Underwriting amount < $100 million。 
2. Category B : $100 million < Underwriting amount 
< $1,000 million. 
3。 Category C : Underwriting amount > $1,000 million. 
The proxy UNDERW for underwriter is calculated as 
the sum of the score of each underwriter divided by the 
number of underwriters involved： 
i • 
UNDERW = 1/n ^ Score of Underwriter i 
n . 
where n ： Total number of underwriters involved 
for an IPO 
\ 
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F.yplanation 3 for IPO: cinqnal ina Effect 
The third explanation of underpricing in this study 
is the possible signaling effect on the level of 
underpricing. Grinblatt and Hwang (1989) argued that the 
degree of underpricing was positively related to 
entrepreneurial ownership retention. Following Ritter 
(1984), we proxy this variable, RETENT, by the proportion 
of total ownership retained by all existing shareholders. 
Kim, Krinsky and Lee (1993) argued that there should be a 
negative relationship between the ownership Retention and 
the degree of underpricing. However, Grinblatt and Hwang 
(1989) proposed that, according to signaling effect, 
there was a positive relation between the degree of 
underpricing and the issuer's fractional holdings 
existed. 
Another proxy for the ownership retention is by 
using the proportion of number of new issue to the total 
number of shares offered for sales and named as NEWTTL. 
The reason for using this proxy is that issuers could 
issue new shares and sell part of their shares in the 
same offering. If all the shares are newly issued for 
sales, the NEWTTL ‘ s value is 1. On the other hand, if 
the NEWTTL‘s value is 0, it means all the shares are sold 
by existing shareholders. 
The third measure of the signaling role of 
underpricing is the market capitalization. Following 
McGuinness (1990), FSIZE is defined as the market 
\ 
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capitalization of the issuing firm at the close of the 
tenth day after issuing. This measure should contain the 
intrinsic value of the issuing firm. Welch (1989) argued 
that the proxy should be positively related to IPO 
underpricing levels. 
Apart from the previous explanations, it is 
worthwhile to find out the effect of different motives on 
the level of underpricing. It is difficult to classify 
the intended uses of the proceeds in detail for some of 
the issuing firms. According to the Welch's (1989) 
model, high quality firms did not need to reveal their 
information as much as low quality firms. Low quality 
firms revealed more information because of the high 
imitation cost to appear to be high quality firm. 
Basically, we can classify the motives for IPO into 3 
categories： Future expansion, Loan repayment and Working 
capital. Future expansion, EXP, is measured by the 
proportion of intended use for future expansion to the 
net proceeds. The proxy measures the motive of loan 
repayment is the proportion of intended use for loan 
repayment to the net proceeds. WKCAP is used as a 
measure for the proportion of intended use for working 




RESULTS AND DISCUSSION 
First Day Initial Excess Return 
Our sample includes 148 IPOs made over the period 
from 1 April 1986 to 31 December 1992. The issue size (in 
1986 real terms) varied from a minimum of $3,022,500 to a 
maximum of $37,23 0,000,000 with a mean of $401,265,900 • 
We divide the sample into two categories by offer type to 
reflect issuers, motives for going public. According to 
Kim, Krinsky and Lee (1993), two motives for issuers to 
go public can be defined by whether the issuer offers 
existing and/or new shares for sale. If an issuer offers 
only new shares in the IPO, it is because alternative 
source of fund besides equity financing is not available 
to the firm. On the other hand, if the firm offers 
existing shares or a combination of existing and new 
shares for sale, it is because the founders want to 
diversify his portfolio. Kim, Krinsky and Lee (1993) 
found that, in the Korean stock market, the degree of 
underpricing was significantly greater if a firm offers 




UNDERPRICING BY OFFERING TYPE 
Type N Mean Std. Dev. Minimum Maximum 
(%) (%) ⑷ 
NEW 99 15.23* 30.917 -24.40 183.86 
OLD 49 14.39* 25.342 _17.71 97.82 
ALL 148 14.95* 29.105 -24.40 183.86 
* Significant t statistics at the 95 per cent 
level• 
With the above argument in mind, we put all the 
companies that offered new securities to the public under 
the category NEW and those companies that offered 
existing shares or a combination of old and new shares 
for sale under the category OLD. There are 99 and 49 
companies in the NEW and OLD categories respectively. 
Table 3 provides the descriptive statistics on abnormal 
return which is measured by the return from the offer 
price to the close price on the first trading day less 
the market return during the same time interval. The 
excess return for the entire sample is equal to 14.95%. 
The returns for both categories are significantly 
different from zero. However, the excess returns for both 
categories are similar, i.e. 15.23% for NEW and 14.39% 
for OLD. This shows that the degree of underpricing does 
not seem to bear any significant relationship to the 
motive of IPO in the Hong Kong stock market. 
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TABLE 3 
THE INITIAL EXCESS MARKET RETURNS FOR 
HONG KONG IPOs 
Holding Periods Initial Returns, Standard 
IRi,t Deviation of 工Ri't 
(Days) {%) 
0-1 14.95* 29.10 
1_2 0.57 5.56 
2-3 0.34 3.51 
3一4 0.20 3.45 
4_5 -0.34 3.09 
5-6 -0.37 3.14 
6一7 -0.50 2.66 
7_8 -0.16 2.49 
8-9 -0.25 2.36 
9_10 0.08 2.09 
14一15 -0.24 1.97 
16-20 -0.08 2.14 
24-25 0.51 4.75 
29-30 -0.08 1.93 
* Return significantly different from zero at 95 
percent level 
Table 4 reports the level of average excess daily 
return of the 148 IPOs listed during the period 1 April 
1986 to 31 December 1992 over the first 30 days of 
trading in Hong Kong. Table 4 shows the degree of IPO 
underpricing in Hong Kong market and the time it takes 
for the underpricing to be eliminated. It can be seen 
that the average excess returns for the IPOs listed in 
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Hong Kong are significantly different from zero at 95 per 
cent level for the first trading day. The returns are 
then quickly eliminated since the second day of trading 
and are insignificantly different from zero. 
T A B L E 5 
C O R R E L A T I O N B E T W E E N I N I T I A L E X C E S S R E T U R N 
A N D E X P L A N A T O R Y V A R I A B L E S 
Explanatory Variables Correlation___ 
E X P 0 . 0 8 4 1 
L O A N - 0 . 1 4 6 9 
W K C A P 0.0267 
N E W T T L 0.1468 
R E T E N T 0.0148 
U N D E R W - 0 . 1 1 0 4 
G R O S S 0.0839 
ROE 0-0583 
FL - 0 . 0 6 9 5 
F S I Z E 0 . 3 8 9 7 * * 
Q . 2 2 8 1 * * _ 
** Significance at 99 percent level. 
rnrr-f^lation between Initial Excess Return 
and detg^rminations 
Table 5 shows the correlation matrix for the 
explanatory variables and it attempts to explore factors 
that determine IPO underpricing. Significant bivariate 
association at 99 per cent level is found between the 
underpricing variable, UP, and the proxy for ex-ante 
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uncertainty about a firm's value, SD and the market 
capitalization of the firm ten days after its initial 
listing, FSIZE (also see Appendix 3). The positive 
correlation between SD and UP is in accordance with the 
common belief that the higher the ex-ante uncertainty of 
a firm's intrinsic value, the higher will be the degree 
of underpricing. The fact that a positive correlation 
exists between FSIZE and UP also supports Welch's 
argument that high quality firms tend to underprice more 
in order to signal their superiority to investors and to 
increase the cost of lower quality firms to imitate high 
quality firms. Moreover, McGuinness (1990) also argued 





O L S R E G R E S S I O N A N A L Y S I S I N V E S T I G A T I N G T H E S I G N I F I C A N T 
E X P L A N A T O R Y V A R I A B L E S OF IPO U N D E R P R I C I N G , U P 
B O T H T Y P E S 
Dependent Adj . R2 F = 4 . 1 3 2 0 n = 125 
Variable： UP = 0.2 0165 
Explanatory 
variable： Coeff. T values Sig. level 
EXPa 
. LOAN -0.1027 -0.901 0.3697 
. W K C A P -0.0422 -0.403 0.6880 
NEWTTL -0.2991 -0.182 0.8556 
RETENT -0.0214 -0.096 0.9236 
UNDERW -4.5072 -0.968 0.3350 
GROSS -16.4264 -1.724* 0.0874 
ROE -0.0536 -0.733 0.4653 
FL -0.0778 -0.672 0.5030 
FSIZE 2.1504E-05 4.713*** 0.0000 
SD 3.3694 2.238** 0.0271 
Constant 99.6403 1.585 0.1156 
a Tolerance 二 l.OOE-04 limits reached 
b Significance at the 90, 95 and 99 percent 
levels is indicated by one, two, and three 
asterisks, respectively. 
Multivariate Analysis 
The results established from the bivariate analysis 
provide the foundation for more extensive analysis. 
Accordingly, a multivariate analysis of the possible 
explanatory variables for IPO underpricing is done and 
\ 
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the results are shown in Table 6. OLS regression is used 
in the analysis. 
The variable EXP is excluded from the Table 6 
because the tolerance level of the variable reaches the 
limits level. Tolerance is the proportion of a 
variable's variance not accounted for by another 
independent variables in the equation. 
Table 6 shows that GROSS, which is the natural 
logarithm of the gross proceeds from the IPO, has a 
negative relation with underpricing, UP. The negative 
relation is significant at 90 per cent level. This 
confirms Ritter and Beatty's (1986) argument that smaller 
issues, on average, tend to be more speculative than 
larger issues and therefore more underpriced. 
As in the bivariate analysis, it is found that FSIZE 
has a positive relation with UP but the significance 
level is only 99 per cent in the multivariate analysis as 
contrary to the 90 per cent found in the bivariate 
analysis. Besides, it is also noteworthy that the 
coefficient of FSIZE is very small due to the large 
absolute value of the variable. 
The proxy for uncertainty of firm value, SD is 
positively correlated with UP at 95 per cent significance 
and this further supports Ritter,s (1984) argument that 




O L S R E G R E S S I O N A N A L Y S I S I N V E S T I G A T I N G T H E S I G N I F I C A N T 
E X P L A N A T O R Y V A R I A B L E S OF 工P〇 U N D E R P R I C I N G , U P 
T Y P E A : F I R M S I S S U E D N E W S H A R E S O N L Y (NEW) 
Dependent Adj. R2 F = 4.8773 n = 85 
Variable: UP =0.2911 
Explanatory 
variable： Coeff. _ _ T values Sig. level 
EXPA 
LOAN -0.0280 -0.198 0.8434 
WKCAP -0.1265 -0.925 0.3579 
N E W T T L B N / A N / A N / A 
RETENT 0.1270 0.519 
UNDERW -0.5791 "0.107 0.9147 
GROSS -56.6598 -3.507*** 0.0008 
ROE -0.0183 -0.215 0.8303 
FL 0.0046 0.035*** 0.9720 
FSIZE 3.3767E-05 5.344 0.0000 
SD 2.5030 1.457 0.1492 
constant 258.5058 3.405 0.0011 
a Tolerance = l.OOE-04 limits reached, 
b N E W T T L S of all data points are the same. 
C Significance at the 90, 95 and 99 percent 





OLS REGRESSION ANALYSIS INVESTIGATING THE SIGNIFICANT 
EXPLANATORY VARIABLES OF IPO UNDERPRICING, UP 
TYPE B : FIRMS OFFERED BOTH OLD SHARES AND/OR ISSUED NEW 
SHARES (OLD) 
Dependent Adj. R2 F = 0.9768 n = 3 8 
Variable: UP = 0.0061 
, L Sig. 
Explanatory 
variable： Coeff. T values level 
EXP 
LOAN -0.2240 -1.038 0.3080 
WKCAP 0.0205 0.117 0.9075 
NEWTTL 0.1128 0.346 0.7320 
RETENT 0.0991 0.166 0.8696 
UNDERW -10.2747 -0.997 0.3271 
GROSS 1.1578 0.079 0.9373 
R O E - 0 . 0 6 3 0 - 0 . 3 9 1 0 . 6 9 8 9 
FL -0.1726 -0.645* 0.5239 
FSIZE 1.6111E-05 1.780 0.0860 
SD 3.3116 1.025 0.3143 
Constant 13.5099 0.103 0.9184 
a Tolerance = l.OOE-04 limits reached 
b Significance at the 90, 95 and 99 percent 
levels is indicated by one, two, and three 
asterisks, respectively. 
Underwriter quality and prestige, which is 
represented by the variable UNDERW, bears a negative 
relationship to the degree of underpricing although the 
relationship is not a significant one. A negative 
relationship is in line with the argument that issuers 
\ 
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use the quality of the underwriter to eliminate some of 
ex-ante uncertainty and to signal favourable information 
to investors. (Booth and Smith, 1986; and Carter and 
Manaster, 1990) 
To further develop our multivariate analysis, we 
perform another OLS regression analysis on our variables 
but the firms are divided into two categories； OLD and 
NEW according to the offer type. As mentioned before, NEW 
refers to the offer for sale for new shares while OLD to 
sale of existing shares held by the founders of the firm 
or a combination of both. The results are presented in 
T A B L E 7 and Table 8. The objective of this analysis is to 
see whether the different variables can better explain 
underpricing within these two groups. 
Comparing the adjusted R^s in Table 6, 7 and 8, it 
is found that the R2 for the NEW type is the greatest. It 
is because there are 3 determinants with highly 
significant level and this results in the high adj. R^ in 
Table 7. The significant levels of determinants in Table 
6 are lower than that in Table 8• So the adj• R^ in Table 
6 is lower than that in Table 7. Since there is only one 
determinant significantly explaining level of 
underpricing and therefore, the adj. R^ in Table 8 is 
very small. 
The variable NEWTTL is a ratio of number of new 
shares to the total number of shares offered for sale. 
, \ 
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According to Leland and Pyle (1977), issuers can signal 
information in an IPO by the fraction of shares they 
retain. And Grinblatt and Hwang (1989) argued that the 
degree of underpricing should be positively related to 
the founders, shares retention. In the OLD category, a 
positive relationship between NEWTTL and UP is found; 
however, the relationship is not significant. The NEWTTL 
for the NEW group is not available because only new 
shares are issued. 
AS to underwriter quality represented by UNDERW, we 
see that the reputation of underwriter is more 
significant for issuers in the OLD category than it is 
for issuers in the NEW category. This implies that 
investors rely more on the information provided by the 
prospectus, which is prepared by the underwriter when 
they invest in firm offering old shares for sale. 
By comparing Tables 6 and 1, we see that GROSS is a 
significant variable for underpricing only when the IPOs 
consist of new shares. 
on the other hand, FSIZE is a significant 
explanatory variable for UP in both OLD and NEW 
categories and significance levels of 90 per cent and 99 
per cent are achieved for the respective category. 
Three variables, LOAN are WKCAP are used as proxies 
for motive for companies listing. They are put in the 
\ 
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model to see whether there is any correlation between 
them and the degree of underpricing. However, we fail to 
discover any significant relationship and we conclude 
that these three variables do not have any significant 





This Study examines the extent of underpricing and 
the excess returns in the secondary market for 148 IPOs 
from April, 86 to Deceiver, 1992. The relationship 
between uncertainty, firm size, underwriter quality and 
underpricing is explored. 
The study validates that IPOs in Hong Kong are 
u n d e r p r i c e d at an average of 14.95%, which is lower than 
the underpricing level (17.6%) recorded in McGuiness's 
1990 paper. However, McGuiness's paper used the Hang Seng 
index while All Ordinance Index is used in this paper. 
Similar to McGuiness's finding, the excess returns have 
quickly diminished since the first day of trading. 
It is also found that only minor difference in 
underpricing exists between issue of existing shares from 
shareholders and new shares. The average underpricing is 
14.39% and 15.23% for the two different kinds of issue 
respectively. 
A number of explanations for underpricing are 
investigated and only three of them are found to be 
applicable to Hong Kong. First, ex-ante uncertainty about 
the market value of the IPO stock is positively related 
to the underpricing level. Second, smaller IPO issues 
, \ 
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tend to be more speculative than larger issues and 
therefore more underpriced. Third, firms with high 
capitalization tend to underprice more. According to 
welch (1989), this may be due to the fact that larger and 
higher quality firms underprice more to make it difficult 
for firms of smaller size and lower quality to imitate 
them. 
Finally, like McGuinness (1990), underwriter quality 
is found insignificantly related to underpricing level. 
This is in contrast to a , lot of previous findings which 
proclaimed that underwriter quality is negatively 




L I S T I N G R E Q U I R E M E N T S A N D M E T H O D S OF L I S T I N G 
(FOR E Q U I T Y S E C U R I T I E S ) 
A. Listing Requirements 
The Rules Governing the Listing of Securities 
(the Exchange Listing Rules) set out the conditions 
required to be met in order to obtain a listing. 
In brief, the basic listing requirements are: 
1. Track record of at least 3 years under the same 
management; 
2. initial market capitalization of HK$100 
million; 
3. A public shareholding of HK$50 million, or 25% 
of the value of the securities to be listed, 
whichever is higher; 
4. Have at least 2 independent non-executive 
directors； 
5 . Have an approved share registrar to maintain in 
Hong Kong a register of shareholders; 
6. comply with the Exchange Listing Rules and the 
relevant provisions of The Companies Ordinance. 
B. Methods of Listing 
Four major methods of admission to an initial 
listing of securities are stated： 
\ 
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1. Offer for Subscription： an offer of new 
securities to the public by an issuer of its 
own securities for cash. The offer must be 
supported by a full listing document (i.e. 
prospectus) and be fully underwritten. 
2. Offer for Sale: an offer to the public by 
existing shareholders of part of their 
shareholding or an offer by allottees or 
Exchange Members, of securities acquired from a 
new issuer • The offer must be supported by a 
full listing document and fully underwritten. 
3. Placing： the obtaining of subscription for or 
the sale of securities by an issuer or an 
Exchange Member primarily from or to persons 
selected by the issuer or the MeirODer. The 
Exchange may not permit a new applicant to be 
listed by way of a placing if there is likely 
to be significant public demand for the 
securities. Placing of securities new to 
listing must be supported by a full listing 
document. The expected initial market 
capitalization of the securities to be placed 
must be at least HK$25 million. A placing may 
be arranged by a Member or a syndicate of 
Members provided that 
at least 25% of securities are made 
available directly to the general public; 
_ not more than 25% are allocated to 
discretionary managed portfolios； 
\ 
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- not more than 10% are offered to employees 
or past employees• 
4. Introduction 
An introduction is an application for listing 
of securities already in issue where no 
marketing arrangements are required because the 
securities for which listing is sought are 
already of such amount and so widely held that 
their adequate marketability when listed can be 
assumed. An introduction must be supported by a 
full listing document. This method of listing 
is applicable in the following circumstances： 
- the listing of securities of companies 
already listed on a recognized overseas 
stock exchange. 
一 the exchange of securities in a new 
holding company for those of one or more 




RANKING OF UNDERWRITERS INVOLVED IN IPOs “ 
R A N K I N G D E F I N E D F R O M T H E A G G R E G A T E A M O U N T O F 
U N D E R W R I T I N G I N V O L V E D I N H O N G K O N G 
FOR THE PERIOD A P R I L 86 - DECEMBER 92 
R A N K U N D E R W R I T E R S 触 O U 扯 
3 MITSUI TAIYO KOBE ASIA LTD. 
SHIZUOKA FINANCE (HK) LTD. ^tl^lg 
THE SUMITOMO TRUST FIN. (HK) LTD. 二 ^ 
W A K O I N T E R N A T I O N A L (HK) L T D . T)丄丄 4.丄 
2 CAZENORE & CO (OVERSEAS) LTD. llli'll 
C H A S E M A N H A T T A N A S I A L T D . NINN NT 
DKB ASIA LTD. 02 
S A S S O O N S E C U R I T I E S L T D . OIJA NN 
I N G C A P I T A L M A R K E T E S (HK) L T D . OIIA NI 
S O U T H C H I N A C A P I T A L L T D . I O I W Q 
INC MARKET (HK) LTD. qt 
N M R O T H S C H I L D & S O N S (HK) L T D . . N O O L ^ Q 
BANQUE PARIBAS \ 
DBS SECURITIES HK LTD. 
THE DEV. BANK OF SINGAPORE LTD 
C H I N T U N G L T D . 
M I T S U B I S H I F I N A N C E (HK) L T D . Y J R C O T N L 
BOT INTERNATIONAL (HK) LTD. 〒 二 工 二 
TOKAI ASIA LTD. ^3284 41 
PARIBUS ASIA LTD. t 二 二 t 
U B S E C U R I T I E S L T D . . T O L V ^ O 
B E L G I A N B A N K 二 工 二 
SBCI FINANCE ASIA LTD. t 二 ！ 二 
S O M E R L E Y L T D . IT 
SEAPOWER COR. FINANCE LTD. 二 二 •二 
CHIYU FINANCE CO. LTD. Jy 
1 LTCB ASIA LTD. 
NEW JAPAN SECURITIES INTERNATIONAL (HK) 19627.76 
ltd 9 c O f) P 1 o 
K I N K O N L T D . I L N O V T I 
S O C I E T E G E N E R A L E A S I A L T D . J B U Y J . S / 
NIKKO SEC. CO. (ASIA) LTD. ^7048.47 
DAIWA OVERSEAS FINANCE LTD. 27157.36 
JAMES CAPEL (FAR EAST) LTD. 30277.54 
BARINGS SECURITIES 33 631.64 
ROYAL TRUST ASIA LTD. 35142.12 
YAMICHI INTERNATIONAL (HK) LTD. 36637.10 
MERRILL LYNCH HK SEC. LTD 45172.22 




RANKING OF UNDERWRITERS INVOLVED IN IPOs JCONG -
R A N K I N G D E F I N E D F R O M T H E A G G R E G A T E A M O U N T O F 
UNDERWRITING INVOLVED IN HONG KONG 
FOR THE period APRIL 86 - DECEMBER 92 
n A m o u n t _ 
R A N K U N D E R W R I T E R S — 
1 BT BROKERAGE (HK) LTD. lllSs'lt 
工BI ASIA LTD. ro^o^‘07 
BARCAYS DE ZOETE WEDD (ASIA) LTD. 二 二 •二 
NMB (HK) FINANCE LTD. gQggJ 
UNITED 工BV LTD. 口 • • c u 
DAO HENG SECURITIES LTD. 二 •二 
WORLDSEC INTERNATIONAL LTD. 二 ^ ^ 二 
FIRMITAS LTD. 73275*36 
LIPPO ASIA LTD. 
INTERNATIONAL NEDERLANDEN (HK) LTD. lliio'^Q 
TAKUGIN INTERNATIONAL (ASIA) LTD. lllll nn 
PACIFIC CAPITAL (ASIA) LTD. 1^巧Jg• 
SCHRODERS ASIA LTD. 二 
GOODWILL CAPITAL LTD. .o^V^l ll 
NOMURA INTERNATIONAL (HK) LTD. 
ANGLO CHINESE CORPORATE FINANCE LTD. 1^^272.95 
B A N K O F E A S T A S I A L T D . 二 二 . 《 T 
DAIWA SECURITIES (HK) LTD. } = 二 
HOARE GOVETT ASIA LTD. K 二 二 
EAST ASIA WARBURG LTD. 二 二 .二 
PRUDENTIAL ASIA CAPITAL LTD. oll^nV f^ 
CREDIT LYONNAIS SEC. (ASIA) LTD. 243103.6^ 
MORGEN GRENFELL ASIA SECURITIES (HK) 28953^.^1 
LTD 
SANWA INTERNATIONAL FINANCE LTD. llll^,^ ' 11 
JARDINE FLEMING SECURITIES LTD. ^26311.by 
CEF CAPITAL LTD. 二 5 霊 尝 • •含 
SUN HUNG KAI INTERNATIONAL LTD. VJollt 
CITICORP INTERNATIONAL LTD. 二 二 •二 
INDOSUEZ ASIA LTD. llollt nt 
SAMUEL MONTAGN & CO. LTD. 二 二 二 
CHINA DEVELOPMENT FINANCE CO. (HK) LTD. 554558.97 
BARING BROTHERS & CO. LTD. .lltlll no 
PEREGRINE CAPITAL LTD. 二 二 d 二 
STANDARD CHARTERED ASIA LTD. oino^n/ QQ 





































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































PERCENTAGE PRICE CHANGE FROM OFFER PRICE 
TO THE END OF THE FIRST TRADING DAY 
“‘“ Price 
Stock Name ^ ^ f ^ 
C A T H A Y P A C I F I C A I R W A Y S L T D . 1 5 . 7 0% 
C A F E D E C O R A L H O L D I N G S L T D . 2 . 4 8 % 
J A D E M A N ( H O L D I N G S ) L T D . 5 7 . 9 0 % 
L U K S I N D U S T R I A L C O . L T D . P N ' O ^ A 
K . W A H I N T E R N A T I O N A L H O L D I N G S L T D . L O I S L 
N O V E L E N T E R P R I S E S L T D . 一 1 "：^ •。1 % 
L A W S I N T E R N A T I O N A L H O L D I N G S L T D . 'IN 
KUMAGA工 G U M I (HONG K O N G ) L T D . 
W A H S H I N G T O Y S C O N S O L I D A T E D L T D . N I ^ L 
T S E S U I L U E N J E W E L L E R Y ( H O L D I N G S ) L T D . S X N ' L L L 
U N I V E R S A L A P P L I A N C E S L T D . 
L A F E H O L D I N G L T D . ( G R A N D E H O L D I N G S L T D . , T H E ) 4 5 . 4 6 O 
M A N S I O N H O U S E S E C U R I T I E S L T D . LE 3 6 % 
G E N E R A L E L E C T R O N I C S L T D . Q 7 . 8 2 % 
O R I E N T A L P R E S S G R O U P L T D . 【1.07% 
R J P E L E C T R O N I C S L T D . 1 6 . 3 8% 
K I N G F O O K H O L D I N G S L T D . . Q ' O 6 % 
S T A R L I G H T I N T E R N A T I O N A L H O L D I N G S I^TO。 O ALT 
F O U N T A I N S E T ( H O L D I N G S ) L T D . 
T U N G F O N G H U N G M E D I C I N E C O . , L T D . O O ^ T O L 
H O N G K O N G D A I L Y N E W S & T R A D I N G H O L D I N G L T D . 2 9 . 3 0 O 
T O M E I I N T E R N A T I O N A L ( H O L D I N G S ) L T D . 
K I N S O N E L E C T R O N I C ( H O L D I N G S ) C O . L T D . O N ^ L L 
T E L E T E C H I N T E R N A T I O N A L H O L D I N G S L T D . 工 二 
H W A K A Y T H A I H O L D I N G S L T D . . . 
Y A O H A N H O N G K O N G C O R P O R A T I O N L T D . I N ' N L ^ 
K E E S H I N G ( H O L D I N G S ) L T D . 亡 ^ . 4 1 % 
IDT INTERNATIONAL LTD. I.11% 
C O N T I N E N T A L H O L D I N G S L T D . . A Q ' 5 1 % 
HOP HIl^G HOLDINGS LTD. i oA^ 
C O S M O S M A C H I N E R Y E N T E R P R I S E S L T D . 丄 二 
TUNGTEX (HOLDINGS) CO. LTD. A 51% 
SANTA工 MANUFACTURING LTD. 一 L ， . 謹 
A S M P A C I F I C T E C H N O L O G Y L T D . ' T 
S U N G F O O K E E H O L D I N G S L T D . V L N ^ 
M O R N I N G S T A R H O L D I N G S L T D . Q ^ L 
D A I D O C O N C R E T E (H.K.) L T D . Q O I 
J U K O L A B O R A T O R I E S H O L D I N G S L T D . I O H 
S O U T H C H I N A M O R N I N G P O S T ( H O L D I N G S ) L T D . 'I .NL 
HONG KONG TOY CENTRE INTERNATIONAL LTD. t^tnl 
I N T E R N A T I O N A L T A K C H E U N G H O L D I N G S L T D . ^ 二 = 
F U H U I J E W E L L E R Y C O . (H.K.) L T D . 
F O N G ' S I N D U S T R I E S C O . L T D . 一FO•丄 
(Continue on next page) 
\ 
52 
A P P E N D I X 5 
PERCENTAGE PRICE CHANGE FROM OFFER PRICE 
TO THE END OF THE FIRST TRADING DAY 
Price 
Stock Name 二 宅 
J O Y C E B O U T I Q U E HOIJDINGS L T D . 77.3 6% 
C H E U N G W A H D E V E L O P M E N T C O . L T D . 27.59% 
T E M F A T H I N G F U N G (HOLDINGS) L T D . 25.09% 
Y A O H A N I N T E R N A T I O N A L C A T E R E R S L T D . -s'00% 
T E C H T R O N I C I N D U S T R I E S C O . L T D . 1 6 . 3 1 % 
G O L D E N I S L A N D (HOLDINGS) L T D . ^ ' 8 3 % 
G O L D E N R E S O U R C E S D E V E L O P M E N T 工 N T E I ^ A T I O N A L L T D . 47.83% 
P R O C E S S A U T O M A T I O N (HOLDINGS) L T D . S O ' 0 6 % 
T E A M C O N C E P T S H O L D I N G S L T D . 一 。 • _ 
M I N G P A O E N T E R P R I S E C O R P O R A T I O N L T D . 51% 
C H E E S H I N G H O L D I N G S L T D . 1 R . 7 7 % 
G R E A T W A L L E L E C T R O N I C I N T E R N A T I O N A L L T D . 
T U N G W I N G STEEL H O L D I N G S L T D . 3 2 . 4 5 ^ 
C H I N A P A I N T H O L D I N G S L T D . -^Q' O Q ^ 
•FRANKIE D O M I N I O N I N T E R N A T I O N A L L T D . 一 
G I O R D A N O HOI^DINGS L T D . .'45% 
V A R I T R O N I X I N T E R N A T I O N A L L T D . / SI % 
H A R B O U R R I N G I N T E R N A T I O N A L H O L D I N G S L T D . Q G ^ ^ 
W O K E E H O N G (HOLDINGS) L T D . - 3 ' 2 1 % 
A N E X I N T E R N A T I O N A L H O L D I N G S L T D . 一 1 . 7 8 % 
B E N E L U X I N T E R N A T I O N A L L T D . 1.43% 
L A M S O O N F O O D I N D U S T R I E S L T D . ' 
T R U L Y I N T E R N A T I O N A L H O L D I N G S L T D . "O ONL 
STAR PAGING ( I N T E R N A T I O N A L HOLDING) L T D . -】•二 
Y I P ' S H A N G C H E U N G (HOLDINGS) L T D . 
Y A U L E E H O L D I N G S L T D . 5'66% 
O R I E N T POWER H〇IJ3INGS L T D . 一 1 . 6 7 % 
A C M E L A N D I S H O L D I N G S L T D . .'039-
R I G H T E O U S (HOLDINGS) L T D . 
LEEFUNG-ASCO P R I N T E R S H O L D I N G S L T D . 15% 
U D L H O L D I N G S L T D . 、. MR^ N'FI??-
I N N O V A T I V E I N T E R N A T I O N A L (HOLDINGS) L T D . 
脈 . T E C H N O L O G Y (HOLDINGS) 9 •• 52% 
LTD. 一 2 65% 
I N T E R N A T I O N A L P I P E L T D . 一？/，"：^ ?^  
A B C C O M M U N I C A T I O N S (HOLDINGS) L T D . '1 GNL 
F A I R W O O D H O L D I N G S L T D . NO, 
Y I U W I N G INTERNATIONAL H O L D I N G S L T D . 〈 • 二 
C H E N H S O N G H O L D I N G S L T D . ？ = ( 。 
T E R M B R A Y I N D USTRIES I N T E R N A T I O N A L (HOLDINGS) 8.46% 
L T D • O 7 9 Sc 
Y A N I O N I N T E R N A T I O N A L H O L D I N G S L T D . 二 • 二 
T A K S I N G A L L I A N C E H O L D I N G S L T D . 




PERCENTAGE PRICE CHANGE FROM OFFER PRICE 
TO THE END OF THE FIRST TRADING DAY 
‘ “ Price 
Stock Name — 
NAM PEI HONG (HOLDING) LTD. 13.95% 
S T Y L A N D H O L D I N G S L T D . 7 • 0 1 % 
JINHUI HOI^DINGS CO. LTD. 3 ； 50% 
HANWAH HOLDINGS LTD. . 4 7 % 
FAR EAST ALUMINIUM (HOLDINGS) LTD. 2*04% 
T O P F O R M I N T E R N A T I O N A L L T D . 0 . 0 6 % 
HANNY MAGNETICS (HOLDINGS) LTD. 57.95% 
PAK FAH YEOW INTERNATIONAL LTD. 一 9 • • 
S. MEGGA INTERNATIONAL HOLDINGS LTD. '4'64% 
SILVER EAGLE HOLDINGS LTD. Q'40% 
KONG WAH HOLIDINGS LTD. -o' 56% 
SHUN SHING HOLDINGS LTD. -o'02% 
HOI SING HOI^DINGS LTD. -2' 81% 
CLIMAX INTERNATIONAL CO. LTD. 1 / 7 9 % 
HUNG HING printing GROUP LTD. to'15% 
SAME TIME HOLDINGS LTD. 29.7 6% 
HANSOM HOLDINGS LTD. N‘NQ^ 
TOPSTYLE INTERNATIONAL HOLDINGS LTD。 G•宅 
EASTERN CENTURY HOLDINGS LTD. AA9^  
HOP YING INTERNATIONAL HOLDINGS LTD. ^'^^° 
OCEAN INFORMATION HOLDINGS LTD. 97•07% 
CAPITAL AUTOMATION HOLDINGS LTD. 12 62% 
BALTRANS HOLDINGS LTD. 22*83% 
WELBACK HOLDINGS LTD. 10.34% 
LI 8C FUNG LTD. ” . 
YUE YUEN INDUSTRIAL (HOLDINGS) LTD. {E 5OL 
MANSION HOLDINGS LTD. 181.57% 
H A I H O N G H O L D I N G S C O . L T D . 一 9 . 7 6 % 
H I G H F A S H I O N I N T E R N A T I O N A L I/TD。 ； ^ • 10% 
T E X W I N C A H O L D I N G S L T D . QOL 
WINTON HOLDINGS (BERMUDA) LTD. 一 ； 二 0 % 
SIS INTERNATIONAL HOLDINGS LTD. 二 
工NDESEN INDUSTRIES CO. LTD. "：：. ' 
CHAMPION TECHNOLOGY HOLDINGS LTD. AA FNL 
EU YAN SANG (HONG KONG) LTD. 
CHINA OVERSEAS LAND & INVESTMENT LTD. E TSL 
WAI KEE HOLDINGS LTD. 
FUNG CHEUNG KEE HOLDINGS LTD. A\1 
CHUNG TAI PRINTING HOLDINGS LTD. ' V TEL 
PAM SC FRANK INTERNATIONAL HOLDINGS LTD. 
GOLIDL^ ION HOI^DINGS LTD. 
RYODEN DEVELOPMENT LTD. N N C^C. 
NGAI LIK INDUSTRIAL HOLIXOSIGS LTD. “ 、 




PERCENTAGE PRICE CHANGE FROM OFFER PRICE 
TO THE END OF THE FIRST TRADING DAY 
— “ “ Price 
Stock Name — 
PICO FAR EAST HOLiDINGS LTD. 2.47% 
SHARP BRAVE HOLDINGS LTD. 一24.40% 
SHUN CHEONG HOLDINGS LTD. 1。、3% 
FIRSTONE INTERNATIONAL HOLDINGS LTD. tn 
M. C. PACKAGING (HONG KONG) LTD. ^^ ggI 
HKCB BANK HOLDING CO. LTD., THE ：：.' 
PERFECTECH INTERNATIONAL HOLDINGS LTD. 二二 
FOUR SEAS TRAVEL INTERNATIONAL LTD. V 
CITY CHIU CHOW (HOLDINGS) LTD. ,, 
ALLAN INTERNATIONAL HOLDINGS LTD. 
CHINA TRAVEL INTERNATIONAL 工NV. HONG KONG LTD. 183.86^ 
STAR E N T E R T A I N M E N T (INTERNATIONAL HOLDING) LTD. "3•84o 
WATARY INTERNATIONAL HOLDINGS LTD. 21% 
LAMEX HOLDINGS LTD. -s'55% 
A L C O H O L D I N G S L T D . ^ 2 1 ^ 
LEUNG KEE HOLDINGS LTD. 99'16% 
L E S A U N D A H O L D I N G S L T D . ； 1 «、7 % 
GUANGZHOU INVESTMENT CO. LTD. 二 •“象 
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